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Treasury Management Activities – Quarter 1 Revenue Monitor 2020/21 
 
Investments 
 
1. Investment income is forecast to be £924k, which is lower than the budget of £1,107k, 
and represents an overspend of £183k.  

2. The COVID-19 pandemic has had an impact on both cash balances and market 
interest rates. Overall average cash balances this year are forecast to be higher than 
estimated in the budget. This is in part due to upfront Government financial support for the 
additional pressures caused by the pandemic in the year, but also forecast slippage in the 
capital programme. However the positive effect of higher cash balances on investment 
income is outweighed by the impact of COVID-19 on interest rates and dividend income.  

3. The average interest rate earned on all investments attributable to South 
Gloucestershire Council (i.e. excluding cash balances attributable to the Business Rates Pool 
for which the council is the Accountable Body) is forecast to be 1.69%, and on all balances 
including the Business Rates Pool is forecast to be 1.11%. This is lower than the budgeted 
rate for 2020/21 of 2.74%. Interest rates earned on internally managed investments were 
directly impacted by the cutting of bank rate in the U.K. from 0.75% to 0.10% in March. Market 
interest rates for short term investments are struggling to reach the bank rate, with markets 
pricing in the possibility of negative interest rates on cash investments. Investments in the 
strategic pooled fund portfolio (property, bond and equity funds) are currently forecast to yield 
2.80% (compared to 4.0% assumed for the budget and over achieved historically), as 
distributions from the funds are expected to be affected, for example, by dividend freezes, 
and the deferral of coupon payments and rentals. The forecast yield from the different 
investment types is detailed in the table at paragraph 14. 

4. Investments at 30 June 2020 were as shown in the following table.  

 

INVESTMENTS £m % 

 - UK Local Authorities 28.0 24 

 - UK Banks 4.1 4 

 - UK Building Societies 0.0   0 

Total UK Institutions 32.1 28 

Money Market Funds 52.6 46 

 - European Banks 0.0  0 

 - non European Banks  0.0 0 

Total non UK Institutions 0.0 0 

Property Fund 7.0 6 

Strategic Pooled Fund Portfolio 23.0 20 

Grand Total Investments at 30 June 2020 114.7 100 

 

5. The council’s 2020/21 Investment Strategy approved by Full Council on 12th February 
2020 limits investments in non UK–domiciled banks to £75m. The above table shows the 
council is complying with this (£0m). Any such investments are required to be with banks 
domiciled in countries with a minimum AA+ sovereign rating, in accordance with the strategy. 
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6. The strategy also sets an upper limit on investments in AA rated pooled funds (Money 
Market Funds) of £90m. The above table shows that the council is complying with this limit 
(£53.6m). 

7. The limit set in the Strategy for investments in a single organisation, other than money 
market funds, is £15m and the council is complying with this limit. 

Borrowing 
 
8. There is an allowance in the 2020/21 budget for the costs of additional long-term 
borrowing of £56m in the last quarter of the year. However the Chief Financial Officer 
continues to monitor the forecast level of cash balances and interest rate expectations to 
determine whether there will be a need to borrow this year and if so the most cost effective 
way of doing so (e.g. short-term vs. long-term). 

9. The council’s borrowing at 30 August 2020 was as follows: 

Borrowing Source £m % 

PWLB 106 87 

Market borrowing – long term 16 13 

Total 122 100 

 
 
10. The council has not needed to take out any temporary borrowing so far this year. 

11. Minimum revenue provision on unsupported borrowing is forecast to be in line with the 
budget. Payments to Bristol City Council in respect of ex-Avon debt are forecast to be 
underspent by £40k, due to a reduction in the interest rate charged. 

Benchmarking 
 
12. The 2020/21 Treasury Management Strategy approved by Council on 12th February 
2020 contained a number of benchmarks for measuring security and liquidity of investments, 
as well as performance.  

13.  Performance against these benchmarks was as follows: 

 Benchmark 
Actual at 30 June 
2020 

Security of investments  
(risk of default) 

6.0 4.1  

 
The Authority has adopted a voluntary measure of its exposure to credit risk by monitoring the 
value-weighted average credit score of its investment portfolio.  This is calculated by applying 
a score to each investment (AAA=1, AA+=2, etc.) and taking the arithmetic average, weighted 
by the size of each investment. Therefore a lower score indicates a higher credit rating. The 
score at 30 June 2020 equates to an average long term credit rating of AA-. Unrated 
investments are assigned a score based on their perceived risk.  

 

Performance – average interest rate earned on investments:  
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Investments in banks, building 
societies and liquidity pooled funds 

 
0.10% 
(3 month money market rate 
forecast) 
 

0.34%  
(forecast for year) 

 

Investments in strategic pooled fund 
portfolio 

 
 
0.32% 
(12 month money market 
rate forecast) 
 

2.80%* 
(forecast for year)  

 

Overall average rate 0.22% 1.69% *  

*These are the interest rates earned on investments attributable to South Gloucestershire 

Council only 
 


